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IMPLEMENTATION OF THE EC MONEY LAUNDERING DIRECTIVE 
I INTRODUCTION 

1. The Directive on prevention of the use of the financial 
system for the purpose of money laundering (91/308/EEC) was 
adopted by the Council of Economic and Finance Ministers on 
10 June last year. Member States are required to bring into force 
the laws, regulations and administrative decisions necessary to 
comply with the Directive before 1 January 1993. This paper sets 
out the approach the UK Government intends to take in implementing 
the Directive's provisions as they apply to credit and financial 
institutions and professions and undertakings whose activities are 
particularly likely to be used for money laundering purposes. The 
particular categories of undertakings and activities likely to be 
affected are outlined in paragraphs 35 to 40 below. Comments are 
invited from consultees by 31 July 1992 and should be sent to: 



Stephen Bowden 
Room 42 /G 

HM Treasury . . . . . 

Parliament Street 
LONDON SWIP 3AG 

2. A copy of the Directive is at Annex A. A list of the 
organisations to which this consultation paper has been sent is at 
Annex B. 

3. In considering proposals for new regulations the Government 
place great importance on giving due weight to business' 
perception of the likely impact on business. To measure this 
impact, the Government produces a Compliance Cost Assessment (CCA) 
for all such proposals and this is made available to business on 
request. Therefore in giving your views on the proposals 
described in this document it would be particularly helpful if you 
could identify and quantify any additional direct or indirect 
costs (recurring and non-recurring) that would be likely to arise 
for your sector of business as a result. Recurring costs cover 
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such items as extra staff and consumables; non-recurring costs are 
those such as additional expenditure on computer systems and other 
capital equipment. This estimate should, however exclude the 
costs of complying with existing measures to combat money 
laundering . 

Background 

4. The Money Laundering Directive is based on various earlier 
international initiatives in this field, notably the United 
Nations Convention Against Illicit Traffic in Narcotic Drugs and 
Psychotropic Substances (the Vienna Convention), the Basle 
Statement of Principles and the recommendations of the Financial 
Action Task Force on Money Laundering set up by the 1989 Economic 
Summit. The Directive was agreed not as a measure of general 
criminal law, which the UK and the majority of other Member States 
consider is outside the competence of the European Community, but 

as a means of protecting the integrity of financial institutions 
and markets . 

5 . The Directive requires Member States to prohibit money 
laundering and in a -separate declaration it has been agreed that 
money laundering should be made a criminal offence. The other 
requirements of the Directive concern customer identification; 
record keeping; examination of transactions; reporting of 
suspicions to and co-operation with the law enforcement 
authorities; no tipping-off of customers or third parties; 
immunity from liability for disclosures to the authorities made in 
good faith; reporting by supervisory authorities; and establishing 
and maintaining systems of internal control. It is intended that 
implementation of the Directive in the UK will apply only to the 
laundering of the proceeds of drug trafficking. 

6. The UK already has money laundering offences in relation to 
drug trafficking and the handling, moving about or holding of 
money or property intended for terrorist purposes. The law also 
provides for the waiving of customer confidentiality as regards 
reporting of suspicions to the authorities. In addition, a working 
group chaired by the Bank of England has issued Guidance Notes on 
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Money Laundering covering banks and building societies, insurance 
and investment business. These Guidance Notes refer to the 
current UK law on money laundering and outline best practice as 
regards customer identification, record keeping and systems of 
control. Banks are required by their supervisor to be able to 
demonstrate that their policies, records and systems at least meet 
the standards set out in the Guidance Notes . 

7 . UK law and practice is therefore to a considerable extent 
already in line with the provisions of the Money Laundering 
Directive. Implementation of the Directive will therefore 
essentially entail an elaboration and extension of existing law. 
However, a mixture of primary and secondary legislation will be 
necessary to amend our law so that we comply fully with the 
provisions of the Directive. 

8. The requirements of the Directive which will need to be 
implemented by primary legislation are as follows 

(i) the duty on credit and financial institutions, their 
directors and employees to report suspected money 
laundering to the enforcement authorities and at the 
authorities' request furnish them with all necessary 
information (Article 6); 

(ii) duties as regards the handling of suspicious 
transactions (Article 7); 

(iii) the prevention of institutions, their directors and 
their employees from disclosing to the customer 
concerned or any third party that information has been 
passed to the enforcement authorities (Article 8); 

(iv) immunity for disclosures in good faith of information 
to the enforcement authorities (Article 9); 
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(v) the duty on supervisory bodies to report to the 

enforcement authorities any facts discovered in the 
course of inspections or in any other way which could 
constitute evidence of money laundering (Article 10). 

9 . The requirements of the Directive which may be implemented by 
secondary legislation, concern: - 

(i) identification of customers (Article 3); 

(ii) maintenance of records of identification and 

transactions (Article 4); 

(iii) examination with special attention of any transaction 
particularly likely to be related to money laundering 
(Article 5 ) ; 

(iv) establishment and maintenance of adequate procedures of 
internal control and communication and staff training 
(Article 11) . 

10 . We intend to consult those bodies most closely affected on 
the draft Regulations before they are laid in Parliament. 

II PROVISIONS OF THE PRIMARY LEGISLATION 



(i) Scope 

11. The scope of the directive is limited to 'money laundering' 
as defined in Article 1. This in turn is limited by the 
definition of "criminal activity" as meaning 

"a crime specified in Article 3(1) (a) of the Vienna 
Convention and any other criminal activity designated as such 
for the purposes of this Directive by each Member State;" 
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The offences listed in Article 3 of the United Nations Convention 
against Illicit Traffic in Narcotic Drugs and Psychotropic 
Substances 1988 solely concern drug trafficking. The current 
anti-money laundering provisions, contained in the Drug 
Trafficking Offences Act 1986, are limited to combating the 
laundering of the proceeds of drug trafficking. This situation is 
being kept under review, and views are invited on whether the 
scope should be extended to encompass the proceeds of other 
criminal activities . 

(ii) Money laundering offences 

12. The present money laundering offences are to be found in 
section 24 of the Drug Trafficking Offences Act 1986 (equivalent 
legislation exists in Scotland and Northern Ireland) and 
section 14 of the Criminal Justice (International Co-operation) 
Act 1990. Section 24 of the 1986 Act makes it an offence to enter 
into an arrangement whereby the retention or control of another 
person's proceeds of drug trafficking is facilitated or the 
proceeds are used to secure that funds are available or to acquire 
property by . . way of investment. To be guilty of an offence, the 
defendant must know or suspect that the person is a drug 
trafficker or has benefited from drug trafficking. 

13. Section 14(1) of the 1990 Act makes it an offence for a person 
to conceal, disguise, convert or transfer his proceeds of drug 
trafficking for the purpose of avoiding prosecution for a drug 
trafficking offence or the making or enforcement of a confiscation 
order. Section 14(2) creates an offence where a person carries 
out any of the activities listed in subsection (1) knowing or 
having reasonable grounds to suspect that the property concerned 
is another person's proceeds of drug trafficking, if done for the 
purpose of assisting any person to avoid prosecution for a drug 
trafficking offence or the making or enforcement of a confiscation 
order . 
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14. Section 14(3) makes it an offence to acquire another person's 
proceeds of drug trafficking for no or inadequate consideration if 
he knows or has reasonable grounds to suspect that the property 
concerned is the proceeds of drug trafficking. (An exception was 
made in Section 14(5) of the Act in respect of any person who 
provides goods or services unconnected with drug trafficking 
activities and receives payment for them even if he knew or had 
reasonable grounds to suspect that the payment derived from 
proceeds. But, of course, if the goods or services assisted the 
drug trafficker in his drug trafficking activities, the offence 
would be committed) . 

15. While, in most respects, the aforementioned offences meet our 
obligations under Article 2, the definition of money laundering in 
Article 1 goes beyond section 24 of the 1986 Act in that it 
extends to simple acquisition of or possession or use of the 
proceeds of trafficking, albeit with knowledge. It will be 
necessary, therefore, to expand our existing money laundering 
offences to provide that any person who acquires, possesses or 
uses the proceeds of drug trafficking in the knowledge that they 
are proceeds commits — an offence. This may be achieved by 
extending Section 14(3) of the 1990 Act (see paragraph 14 above). 
It is considered that in order to give Article 2 a sensible 
effect, exceptions along the lines of Section 14(5) will also be 
necessary to enable handling by law enforcement officers and 
lawful payment for services . 

Penalties 



16 . The penalty for the offence would be the same as for the 
existing money laundering offences; that is, on conviction on 
indictment, imprisonment for a term not exceeding fourteen years 
or a fine or both; and, on summary conviction, imprisonment for a 
term not exceeding 6 months or a fine not exceeding the statutoiry 
maximum or both. 
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( ) Report: inq of suspicions 

17 . Article 6 places a duty on member states to ensure that 
credit and financial institutions and their directors and 
employees co-operate fully with the authorities responsible for 
combatting money laundering by informing those authorities, at 
their own initiative, of any fact which might be an indication of 
money laundering and to provide, on request, all necessary 
information. Article 7 will require relevant institutions to 
refrain from carrying out transactions which they know or suspect 
to be related to money laundering until they have notified the 
responsible authorities; or where this is impossible or is likely 
to frustrate efforts to pursue the beneficiaries of a suspected 
money laundering operation, to carry out the transaction and 
notify the responsible authorities immediately afterwards. 
Article 10 requires competent authorities who discover facts of 
money laundering in the course of inspections similarly to report 
them. 

18. Section 24 of the 1986 Act, which establishes a suspicions 
based reporting regime , falls short. of the requirements of 
articles 6 and 7 in that the section 24 offence does not require 
a report to be made to the law enforcement authorities and applies 
only to persons who are themselves involved in money laundering - 
not employees who simply become aware of laundering activity. The 
position is the same in the Scottish and Northern Irish 
legislation. 

Offences 



19. A new offence will therefore need to be created to meet this 
requirement. This would be to the effect that any person who, 
acting in the course of any trade, business or profession, knows 
or suspects that another person is engaged in 'money laundering' 
shall be guilty of an offence unless he discloses any matter on 
which that knowledge or suspicion is based to a constable as soon 
as is practicable after he has acquired the knowledge or 
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suspicion. In keeping with the offences in the 1986 and 1990 
Acts, it is intended that responsibility for the offence should be 
broad and applicable to any person and not restricted to employees 
or directors of credit and financial institutions. 

Penalties and Defences 

20. Given that the offender would not be directly involved in 
money laundering, it is considered appropriate to prescribe a 
lower penalty than that imposed for the new money laundering 
offence (paragraph 16 above). It is proposed, therefore, to apply 
a penalty, on summary conviction, of imprisonment for a term not 
exceeding six months or a fine up to the statutory maximum 
(currently £2000), or both and, on conviction on indictment, of 
imprisonment for a term not exceeding five years or a fine or 
both. 



21. We intend to specify a defence of reasonable excuse for 
failure to report a suspicion to a constable. This defence would 
be consistent with that available for the money laundering offence 
is Section 24 (4)(c) of the 1986 Act. We anticipate that where an 
institution has., established a system of internal control and 
communication (as set out in paragraph 30 below) and an employee 
makes a report through the internal system, a court would accept 
that he had reasonable excuse for not reporting his knowledge or 
suspicion to a constable. 

(iv) ' Tipping off 

22. Article 8 requires a prohibition against disclosure to a 
customer or any third party that information has been passed to 
the authorities or that a money laundering investigation is being 
carried on. The existing 'tipping off offence in section 31 of 
the 1986 Act applies only where a disclosure is made following the 
making of or application for any order under section 27 or the 
issuing of a warrant under section 28 of the 1986 Act. (Section 
27 concerns orders to make material available and section 28, 
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search warrants). However, section 42 of the Criminal Justice 
(Scotland) Act 1987 is not so narrowly drawn and no change is 
necessary in Scottish law in this respect. In Northern Ireland, 
the 'tipping off offence is set out at Article 35 of the Criminal 
Justice (Confiscation) (Northern Ireland) order 1990. Provisions 
equivalent to those under sections 27 and 28 of the 1986 Act are 
set out in Articles 31 and 32 of the 1990 order. 

Offences 



23. We accordingly propose that the law relating to England and 
Wales and Northern Ireland should be changed so that any person 
(in keeping with section 31) should be guilty of an offence if he 
makes any disclosure which is likely to prejudice an investigation 
into money laundering, knowing or suspecting that either such an 
investigation is under way or that a suspicion or knowledge of 
money laundering has been disclosed to a constable. 

Penalties and Defences 



24. It would seem appropriate to specify defences for this new 
offence in keeping with section 31(2) of the 1986 Act. Thus a 
defendant would not be guilty if he did not know or suspect that 
the disclosure was likely to prejudice the investigation or if he 
had lawful authority or reasonable excuse for making the 
disclosure . 

25. The appropriate penalty would be the same as for section 31 
and the proposed offence under paragraph 19 above. 

(v) Immunity 

26. Article 9 requires that any disclosure made in good faith 
under article 6 or 7 should not constitute a breach of any 
restriction on the disclosure of information imposed by contract 
or any legislative, regulatory or administrative provision and 
should not involve the person or body making the disclosure in 
liability of any kind. It will be noted that such immunity goes 
far wider than that provided for in section 24(3) (a) of the 
1986 Act. The primary legislation will, therefore, need to be 
amended to ensure immunity against liability in this broad range 
of circumstances . 
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(vi) Relations between supervisory bodies and the law enforcement 
authorities 



27. Article 10 requires supervisors of credit and financial 
institutions discovering facts which could constitute evidence of 
money laundering to report them to the responsible authority. 

28. The supervisors (eg the Bank of England, Building Societies 
Commission and the regulators under the Financial Services Act 
19 86) have gateways to disclose information in particular 
circumstances but these gateways are only permissive; the 
supervisors are not required to use them. 

29. The primary legislation may, therefore, need to include a 
provision creating a requirement for supervisors to report any 
suspicions they might develop in the course of performing their 
supervisory duties to the law enforcement authorities. It will 
also need to be made clear that disclosure in pursuance of the 
duty will not constitute breach of any statutory or contractual 
obligation of secrecy. 

Ill PROVISIONS OF THE SECONDARY LEGISLATION 

30. The Regulations will impose a general duty on credit and 
financial institutions and on certain other undertakings (see 
paragraphs 35 to 40): 

(a) to establish and maintain adequate systems of internal 
control and communication in order to forestall and prevent 
operations related to money laundering ( "the first 
requirement " ) ; and 

(b) to make their employees aware of the legislative 
requirements and to ensure that training is provided for 
relevant staff in the recognition and handling of possible 
money laundering transactions ("the second requirement"). 
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31. The responsibility for compliance with this general duty will 
be that of the institution or undertaking itself. Breach of the 
duty will be an offence and punishable; 

(a) on conviction on indictment, by imprisonment for a term 

not exceeding two years or a fine or both; and 

(b) on summary conviction, by a fine not exceeding the 

statutory maximum (currently £2,000). 

Where an institution is guilty of an offence in respect of any act 
or default shown to have been committed with the consent or 
connivence of, or to be attributable to any neglect on the part 
of, any director, manager, secretary or other similar officer, or 
controller of the institution, he as well as the institution shall 
be guilty of the offence. A defence would be provided for 
defendants who could show that they exercised due diligence and 
took all reasonable steps to avoid committing the offence. 

32. This general duty is in line with Article 11 of the 
Directive, but it is intended that, within. this basic framework, 
the Regulations will make more detailed provision as to the 
systems and arrangements that must be established as part of 
compliance with the first and second requirements of the general 
duty. In particular, the Regulations will lay down that 
compliance with the first requirement will require an institution 
to set up procedures of customer identification, in accordance 
with the provisions of Article 3 of the Directive, and record 
keeping systems, in accordance with Article 4. The detailed 
provisions will not be exhaustive, with the result that 
compliance with the general duty will not necessarily be achieved 
by observing the requirements of the detailed provisions alone. 

33. Paragraphs 34 to 40 below deal with certain preliminary- 
matters. The subsequent paragraphs, up to and including paragraph 
62, contain information as to the matters falling within the 
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framework of the first requirement of the general duty: paragraphs 
63 to 65 deal with matters falling within the second requirement. 

Preliminary Issues 

i) Definition of money laundering 

34. The Regulations will use the same definition of money 
laundering set out in the primary legislation. 

ii) Institutions /Activities subje ct to the Regulations 

35. As noted in paragraph 19 above, the suspicions reporting and 

'no tipping off requirements will apply to everyone acting in the 
course of a trade, business or profession. Narrower coverage is 
®^visaged for the customer identification, record keeping, 
transaction examination and systems of control requirements . 

Article 2 of the Directive obliges us to cover all credit and 
financial institutions . Article 12 requires that the provisions 
of the Directive are extended in whole or part to professions and 
categories of undertakings other than credit and financial 

institutions , which engage in activities which are particularly 

ho be used for money laundering purposes . 

a) Definition of credit and financial institutions 

36. The Directive requires us to define ' credit institution ' 

according to the definition used in Article 1 of the First Banking 
Coordination Directive (77/780/EEC) as amended by the Second 
Banking Coordination Directive (89/646/EEC) . The Regulations will 
therefore cover any institution whose business is to receive 
deposits or other repayable funds from the public and to grant 

credits for its own account. This will include UK branches of 

non-UK institutions . 
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37 . In addition to all institutions authorised under either the 
Banking Act 1987 or the Building Societies Act 1986 , the 
Regulations will cover the Department for National Savings, 
municipal banks and credit unions . 

38. ' Financial institution ' is defined in the Directive as an 
undertaking other than a credit institution whose principal 
activity is to carry out one or more of the operations included in 
numbers 2 to 12 and 14 in the Annex to the Second Banking 
Coordination Directive (a copy is attached at Annex C); or an 
insurance company subject to the provisions of the Life Insurance 
Directive (79/267/EEC as last amended by Directive 90/619/EEC) in 
so far as it carries out activities covered by that Directive. 
Again, UK branches of non-UK institutions will be covered. 

39. Except in relation to insurance undertakings subject to the 
provisions of the Life Directive, we see no alternative to 
defining 'financial institution’ in the Regulations according to 
the Second Banking Coordination Directive Annex list of 
activities. We do not envisage defining the term "principal 
activity" in the Regulations. As regards insurance undertakings, 
we intend to use the definition contained in the Life Directive. 
Thus both insurance companies and those friendly societies subject 
to the provisions of the Life Directive will be covered. The 
Regulations will, however, only apply to their life insurance 
activities . 

b) Other professions /categories of undertaking particularly 
susceptible to money laundering 

40. In deciding which other groups are particularly likely to be 
used for money laundering purposes and to which the Regulations 
should apply, the factors we consider to be important are the 
nature of the activities engaged in; the extent to which client 
money (particularly cash) is handled; and the role, if any, of the 
profession/undertaking in acting as intermediary in dealings with 
the 'formal' financial sector. On the basis of these factors the 
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following groups are considered to be particularly likely to have 
the potential to be used for money laundering purposes ( in 
alphabetical order); accountants; auctioneers; casinos; commodity 
and commodity futures brokers and dealers; solicitors, licensed 
conveyancers, independent qualified conveyancers and authorised 
practitioners. Comments are invited on the extent to which it 
would be appropriate to apply the requirements laid down by the 
Regulations to these groups. 

"The First Recpiirement ** ~ procedures of control and communications 

41. An institution will not satisfy the first requirement of the 
general duty under paragraph 30 above (systems of internal control 
and communication) unless it establishes and maintains - 

(i) customer identification systems and controls; 

(ii) record keeping systems and controls; 

(iii) procedures for determining which transactions might be 
connected with money laundering procedures, for the handling 
of such transactions and procedures- for -their reporting to 
the law enforcement authorities . 



(i) Customer Identification Systems and Controls (Article 3) 

(a) General 

42. The Regulations will provide that an institution will not 
satisfy the first requirement of the general duty under 
paragraph 30 above unless it provides for the identification, by 
means of supporting evidence, of - 

(a) all customers with whom it establishes a business 
relationship; and 
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(b) all occasional customers who carry out transactions 
(whether carried out in a single transaction or in two or 
more seemingly linked transactions ) which involve sums 
upwards of ECU 15,000 (some £10,0000); and 

(c) all occasional customers who carry out transactions of 
less than ECU 15,000, wherever there is a suspicion of money 
laundering . 

Furthermore, institutions will be required to take reasonable 
measures to obtain information as to the identity of the ultimate 
customer where the institution suspects that the immediate 
customer is not acting on his own behalf or where it knows that he 
is not doing so. There will be special provisions for the life 
insurance business. 

(b) Nature of the supporting evidence required 

43. Supporting evidence will mean any document or other evidence 
used for establishing the identity of the customer which would be 
admissible in criminal court proceedings and of which a record can 
be kept in accordance with the requirements of Article 4 of the 
Directive (see paragraph 55 below). The Regulations will not 
prescribe in detail what is meant by supporting evidence as the 
requirement will cover a variety of different situations, 
including those where there is no face to face contact between the 
institution and the customer. Adequate information relating to 
identity will be required in all cases but the form this will take 
will depend upon the circumstances. Documentary evidence should 
certainly be presented where there is face to face contact . It is 
recognised that this may not be practicable in all cases where 
there is no such contact. Where this is not feasible it will be 
acceptable for information to be provided in lieu but the 
information provided must be such as to enable the institution to 
establish the identity of the customer by making further enquiries 
and the institution would be required to make such enquiries . 
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(c) Distinction between 'established' and 'occasional' customer 

44. Article 3 of the Directive draws a distinction between 

'established' customers (those covered by paragraph 1 of the 

Article) and 'occasional' customers (those referred to in 

paragraph 2). However the wording of the Article is imprecise. 
We intend to proceed on the basis that an established customer is 
one where at the time when contact is established, the presumption 
is that the relationship between the parties concerned will 
continue. Any business relationship which is of an ongoing 
nature, such as a life insurance policy, will fall under this 
definition. This will also apply in more obvious cases such as 
opening a bank, credit card or building society account. 

45. An occasional customer is one who establishes with an 

institution only a single or occasional contact which is 

considered by the institution, at the time when the contact is 
established, as necessarily a one-off transaction not requiring or 
implying any continued contact between the institution and 

customer. Examples include someone who walks into a bank to do a 
small foreign exchange transaction or someone who buys or sells 
small quantities of securities infrequently and has no account 
with the institution concerned. 

(d) Transaction value threshold for identification of 

'occasional' customers 

46. The UK intends to adopt the 15,000 ECU threshold. The 

sterling value of this sum will be fixed annually for the purposes 
of the Regulations. 

A 

(e) Linked transactions 

47 . To help prevent money launderers circumventing the 

identification procedures for 'occasional' customer transactions 
by undertaking a series of transactions each below the ECU 15,000 
threshold ("smurfing"), institutions are required to undertake the 
customer identification if a series of transactions appears to be 
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linked and in total amount to 15,000 ECU or more. As part of 
their staff training procedures (see paragraphs 63 to 65 below), 
institutions should ensure that the relevant staff are made aware 
of the factors which might indicate that a series of transactions 
are linked and apply the identification requirements in such 
circumstances . 

(f) Transactions of indeterminate size 

48. There are situations in which the size of the transaction 
might not be known at the time it was entered into and hence it 
would not be clear whether the identification procedures should be 
triggered. In negotiating the Directive, we were concerned to 
ensure that institutions should not be in breach of their 
requirements if, having failed to carry out the identification at 
the outset of the transaction because of uncertainty about the 
size of the sum involved, it subsequently transpired that it was 
above the ECU 15,000 threshold. Article 3.2 of the Directive 
therefore provides that where the size of the transaction is not 
known at the outset the institution should proceed with the 
identification as soon as it is established that the sum involved 
reaches the threshold. The Regulations will require the systems 
and arrangements established by institutions to make provision to 
this effect. 

(g) Reasonable measures to identify beneficial customers 

49. Institutions will be required to take "reasonable measures" 
to obtain information as to the real identity of the ultimate 
customer where the immediate counterparty is known or suspected 
not to be acting on their own behalf. (This requirement will not 
^pply where there is no obligation to identify the immediate 
counterparty: see paragraph 51 below. ) The Directive does not 
define what is meant by "reasonable measures". We intend to 
proceed on the basis that institutions will be obliged to ask 
their immediate counterparty to provide information on the 
identity of the person for whose benefit the transaction is 
carried out. Institutions would not necessarily have to decline a 
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transaction simply because the counterparty refused to provide 
information on the identity of their principal. However, where 
there was such a refusal by the counterparty, institutions ought 
to give serious and immediate consideration to whether there were 
suspicious circumstances requiring the facts to be reported to the 
enforcement authorities . 

(h) Suspicion of money laundering 

50. The Regulations will require the systems and arrangements 
established by institutions to provide for the identification of 
customers wherever there is, or ought in all the circumstances to 
be, suspicion of money laundering regardless of the size of the 
transaction. However, in line with the primary legislation, we do 
not intend to define in the Regulations what might constitute 
suspicion of money laundering. (The Money Laundering Guidance 
Notes produced by the working party chaired by the Bank of England 
and the training material produced by the British Bankers 
Association contain some information on the recognition of 
suspected money laundering activities . ) 

( i ) Waiver of identification requirements 

51. Institutions will not be required to apply the identification 
procedures where their customer is another institution subject to 
the Regulations, or a non-UK credit or financial institution 
covered by the Directive (ie EC institutions or EC branches of an 
overseas institution) . The institution will need to be satisfied 
that its customer is an institution which falls within this 
general derogation. 

(j) Special provisions concerning life insurance business 

52 . The Directive provides various derogations from the general 
customer identification requirements in respect of life insurance 
business; 

(i) Identification will only be required in respect of 
regular premium policies where the total premiums to be 
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paid in any given year exceed ECU 1,000 (some £700). 
But if over the lifetime of the policy the annual sum 
payable is increased to exceed that threshold the 
identification requirements will then be triggered. In 
respect of single premium policies identification will 
not be required where the premium involved does not 
exceed ECU 2,500 (£1750). 

(ii) Identification will not be required for life insurance 
in respect of pension schemes taken out by virtue of a 
contract of employment or the insured's occupation, 
provided that these policies contain no surrender 
clause and cannot be used as security for a loan. 

(iii) The identification requirements are deemed to have been 
fulfilled when it is established that the payment for 
the transaction is to be debited from an account openec 
in the customer's name with a credit institution whicl 
itself is subject to the Directive's customer 
identification requirements . This derogation applies 
whatever the size of the premiums involved and whether 
or not a pension policy contains a surrender clause or 
is used as security for a loan. 

53. We intend to apply all these derogations in the Regulations 
but in all cases subject to the overriding provision that wherever 
there is suspicion of money laundering the identification 
requirements must be carried out regardless of the size of the 
premium and of the payment mechanism. 

54. Although the Directive itself does not contain a provision 
dealing with responsibility for customer identification when a 
life insurance policy is taken out through an insurance 
intermediary, the Commission and the Council reached a separate 
understanding on this point. In such circumstances identification 
may be carried out by the intermediary. But the insurance 
undertaking remains responsible for ensuring that the 
identification has been carried out where this is required. The 
Regulations will provide for customer identification by insurance 



Printed image digitised by the University of Southampton Library Digitisation Unit 



f im2 .hs/docs/2 .3.4 



intermediaries on this basis. The supporting evidence for 
identification must be passed by the intermediary to the insurance 
undertaking, although the policy may be written before the 
insurance undertaking has that evidence. 

(ii) Record-Keeping Systems and Controls (Article 4) 

(a) General requirements 

55. The Regulations will provide that, in order to satisfy the 
first requirement of the general duty under paragraph 30 above 
(systems of internal control and communication), an institution 
must also at least provide for the maintenance of copies of both - 

(i) the customer identification evidence; and 

(ii) supporting evidence and records of transactions with 
customers . 

The copies mentioned at paragraph (i) above must be kept for at 
least five years after the end of the relationship with the 
customer. Copies mentioned at paragraph (ii) above must be kept 
for at least five years following the execution of the transaction 
in question. 

(b) Form in which customer identification evidence should be kept 

56. In applying the identification record-keeping obligation, we 
shall adopt a broad approach to cover the various forms in which 
identification may have been obtained, subject to the requirement 
that it must be admissible in criminal court proceedings . For 
England and Wales it is anticipated that this condition will be 
readily satisfied by virtue of section 24 of the Criminal Justice 
Act 1988, whereby business documents may be admitted in evidence 
in criminal proceedings . Retention may be by means of file copies 
of original documents, which may be stored on microfiche or in 
computerised form; or by recording the necessary information - 
name, permanent address, reference number of the appropriate 
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dociiment (eg passport, full UK driving licence, identity card 
number etc) - which may be stored in similar form. Records may be 
passed to third parties for storage but the institution would have 
to have control of the records . 

(c) End of relationship with customer 

57 . We again envisage a fairly broad formulation as the 
Regulations will need to cover a number of different types of 
relationship. In the case of account holders o^r those renting 
safety deposit facilities the end of the relationship is clearly 
when the account is closed or rental of the facilities ceases. In 
other cases it will be where the contract has been performed (eg 
in the case of a financing transaction when the final payment has 
been made or with a life insurance policy where the sum assured 
has been paid or the policy has lapsed) . 

(d) Form in which transaction records should be kept 

58. Again the Regulations will apply a general requirement as to 
the form in which these records are to be kept; they should be 
kept in a form admissible in criminal court proceedings . Again, 
for England and Wales it is anticipated that this condition will 
be satisfied by virtue of section 24 of the Criminal Justice Act 
1988. 

(iii) Transactions particularly likely to be related to money 
laundering 

59. The Regulations will address the need to ensure that the 
first requirement of the general duty will not be met unless there 
are in place procedures which require institutions to examine with 
special attention any transaction which they regard as 
particularly likely, by its nature, to be related to money 
laundering. Such systems should ensure that the customer 
identification requirements are carried out regardless of the size 
of the transaction or the form in which the payment will be made. 
They should also ensure that the transaction is examined in the 
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light of information held within or normally available to the 
insitution, and then, if appropriate, reported to the law on 
enforcement authorities . 

60. Each institution should formally designate an officer to be 
responsible for money laundering deterrence and reporting 
procedures. It is envisaged that most institutions will want 
unusual or suspicious trnasactions or facts to be drawn to the 
attention of supervisory management and/or coordinated through a 
central point rather than reported direct to the authorities by 
the person handling the transaction. However, we do not intend to 
specify in the Regulations the method undertakings should adopt in 
this respect. 

61. This derives from Article 5 of the Directive but we do not 
consider that any specific provisions are needed over and above 
the requirements outlined in respect of the implementation of 
Article 3 (paragraphs 42 to 54 above) and Article 6 (paragraph 19 
above) to meet the requirements of Article 5. We do not intend to 
include in the Regulations any definition of what might constitute 
a 'transaction particularly likely to be related to money 
laundering', or of what might constitute 'special attention', as 
mentioned in Article 5. The Regulations will, however, provide 
that any relevant guidance issued or adopted by a body's 
supervisory authority should be admissible in proceedings for the 
purpose of assisting determination as to whether that body had 
satisfied its obligations. The guidance notes for Banks and 
Building Societies mentioned paragraph 6 above are an example of 
what could be tken into account. These guidance notes give 
examples of transactions that might be considered suspicious, and 
which should be treated in accordance with the terms of Article 5. 

62. A recital to the Directive states that institutions may be 
required to record in writing the results of the examination they 
are required to carry out and to ensure that those results are 
available to the law enforcement authorities. However, 
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we do not propose to make this a requirement in the Regulations . 
Some instiutions already keep such records in their own interests, 
and the benefits of doing likewise should be considered by others. 

"The Second Requirement" - Staff information and trainincr 

63. The Regulations will provide that an institution will not 
satisfy the second requirement of the general duty under 
paragraph 30 above if it does not establish appropriate systems 
for disseminating information and for training. 

64. An institution must ensure that their employees are aware of 
the various requirements imposed by the Directive generally 
(customer identification; record-keeping; factors which might 
indicate a suspicious transaction; procedures for handling such a 
transaction, including internal evaluation and reporting 
requirements; co-operation with and disclosure to law enforcement 
authorities; no "tipping off" etc.) and how it has addressed 
these requirements. Employees should also be aware of the 
relevant criminal offences for money laundering and the related 
offences established in pursuance of the Directive. Institutions 
may wish to adopt different approaches as to how they may satisfy 
their obligations under this paragraph and we do not intend to 
prescribe in the Regulations what are the appropriate measures to 
take . 

65. In addition to the general employee information requirements, 
institutions will also have to ensure that special training on 
money laundering matters is provided for those staff who deal 
directly with customers, who monitor accounts or who are 
responsible for decisions on the handling of suspicious 
transactions. Institutions will not necessarily have to establish 
their own programmes - participation in external training will be 
equally valid. The training must cover recognition of and dealing 
with potential money laundering-related transactions. But in 
general undertakings will be left to decide what specific training 
will be needed by their staff. 
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IV MEASURES TO ENSURE APPLICATION OF THE PROVISIONS OF THE 
DIRECTIVE 

66. Article 14 requires each member state to take appropriate 
measures to ensure full application of all the provisions of the 
Directive and in particular to determine the penalties to be 
applied for infringement of the measures adopted to implement the 
Directive . 

67. The penalties for infringement of the requirements to be laid 

down in primary legislation (Article 2, 6, 7 and 8) are set out in 
paragraphs 16, 20 and 24 and penalties for infringement of the 

requirements covered by secondary legislation (Article 3, 4, and 

11) are covered in paragraph 31. 

(i) A possible way forward 

68. In considering measures to ensure observance of the 
requirements of the Directive the Government is examining the part 
played by supervisors of financial and credit institutions subject 
to the Banking, Building Societies, Financial Services, Insurance 
Companies, Credit Unions and Friendly Societies Acts. The 
f acilitiation of money laundering by such a financial or credit 
institution could (and complicity would inevitably) raise serious 
questions about its conformity with the standards and criteria 
necessary to conduct a regulated activity. The following 
paragraphs set out a possible way forward. 

69. It is important that new supervisory arrangements: 

work with the grain of existing regulatory practice; 

do not entail elaborate inspection procedures not 
needed for other regulatory purposes; 

give supervisors an appropriate role, consistent with 
the existing purposes of their supervision of regulated 
entities and those who control them. 
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70. In this context it is useful to divide the relevant Articles 
of the Directive into three groups: 

(a) the fundamental prohibition on money laundering (ie the 
criminal offence) to which any financial or credit 
institution involved is subject as well as its criminal 
client (Article 2); 

(b) obligations on financial and credit institutions to 
establish internal procedures, control systems and 
training schemes to guard against their use for money 
laundering (Articles 3, 4 and 11); 

(c) steps to be taken by financial and credit institutions 
and supervisors on finding evidence or suspicion of 
money laundering (Articles 6, 7, 8 and 10). 

(a) Prohibition of money laundering 

71. Any criminal offence of money laundering by a financial or 
credit institution ^ or any of its senior personnel would be a most 
serious matter. When considering whether the criteria necessary 
to conduct a regulated activity are satisfied, supervisors will 
take account of such offences and will continue to have close 
regard to any previous involvement in money laundering of such 
businesses or individuals, when considering the institution's 
continued suitability to conduct a regulated activity. 

(b) Obligations to guard against money laundering 

72. Requirements of the second group have a key part to play in 
reducing the susceptibility of the financial system to money 
laundering abuse. Breaches of this kind should also be taken into 
account when considering whether the criteria necessary to conduct 
a regulated activity are satisfied. The weight to be attached to 
such breaches will vary according to their character. As far as 
the supervision of authorised banks and building societies are 



Printed image digitised by the University of Southampton Library Digitisation Unit 



fim2 .hs/docs/2 . 3 . 4 



concerned this should in practice mean little change from existing 
arrangements. Their supervisors already consider having adequate 
systems and accounting records in money laundering related areas 
as being a necessary part of prudent conduct. The Bank of England 
(under the Banking Act 1987) and the Building Societies Commission 
(under the Building Societies Act 1986) both require the entities 
they regulate to have periodic reviews of the relevant procedures 
and control systems and to report on them. Some other supervisors 
already make use of Directors' or auditors' returns, or reports on 
compliance with these and other requirements, and institutions 
should wherever possible extend these returns and reports, and any 
auditing of Directors' statements, to the systems and procedures 
required to guard against money laundering. 

73. Supervisors would have regard to indications of breaches of 
the requirements of the Directive. If breaches were discovered 
appropriate regulatory action would follow - eg for minor breaches 
the supervisor would seek a speedy correction of any shortcomings . 
However, as any lack of due diligence in implementing the 
requirements of Articles 3, 4, and 11 of the Directive would not 
only be an offence, but could leave the institution exposed to 
money laundering, supervisors would have to consider bringing it 
to the attention of the law enforcement authorities where 
appropriate . 

(c) Steps on finding evidence or suspicion of money laundering 

74. Compliance with the third group of requirements only arises 
when suspicions of money laundering are aroused or evidence is 
discovered. This is likely to be a very small percentage of the 
overall volume of transations, and these requirements therefore do 
not lend themselves readily to periodic monitoring by supervisory 
authorities. If evidence of a breach of the third group of 
requirements were found, perhaps in the course of a broader 
investigation of a suspected offence, it would fall to the 
criminal authorities to investigate and prosecute as appropriate. 
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(ii) The role of the supervisory authorities 

75. The Government proposes the following approach to the role 
of the relevant supervisory authorities in helping to ensure that 
the organisations they supervise have adequate policies, 
procedures and controls in place to guard against their being used 
by those attempting to launder moneys 



(a) where supervisors require periodic reports, 
including those by auditors and accountants to be 
submitted by regulated entities, these should from 
time to time include a requirement to cover the 
entity's compliance with the systems and 
procedural requirements of the Directives such 
requirements might be framed in terms of a review 
of the relevant systems and procedures in force in 
line with work normally performed on internal 
control systems; in view of the difficulty in 
detecting signs of money laundering or suspicous 
transactions, it is not intended to impose a 
requirement that they should do so s that would be a 
matter for the discretion of institutions; 

(b) supervisors should scrutinise such reports for 
indications of breaches of requirements of the 
Directive in respect of which normal regulatory 
action would follow; consideration is being given 
to the extent that the legislation could provide 
for supervisors to pass relevant information to 
the law enforcement authorities; 

(c) passing on to the criminal authorities any report, 
or other evidence in the supervisor's possession, 
indicative of actual money laundering (as required 
by the Directive) . 
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(iiil Unregulated Financial Institutions 

76. Not all financial and credit institutions, as defined in the 
Directive, are regulated under the legislation referred to in 
paragraph 68. The Government are currently considering how the 
detailed provisions of the Directive might be enforced within 
unregulated institutions, such as bureaux de change and money 
transmission services . One approach would be to introduce a 
licensing scheme for all such businesses. Licensing requirements 
would not be onerous, but would need to be sufficient to ensure 
that institutions complied with articles 3,4,5 and 11 of the 
Directive . 

(iv) Implications of the "single passport" Directives 

77. Under the Second Banking Coordination Directive, supervisory 
responsiblities for branches of credit instiutions authorised in 
one member state (the "home state"), but operating in another (the 
"host state"), will be divided between the home and host state 
authorities. In as much as the requirements of the Money 
Laundering Directive form part of the criminal law, and do not 
impinge on the home state's responsibilities for prudential 
supervision, institutions must meet the requirements of the host 
state. However, the role that the host state regulator can play 
in this process will inevitably be smaller in passported 
institutions. We believe that in practice the implementation of 
the Money Laundering Directive will require active cooperation 
between home and host state regulators. 

78. Similar issues will arise for investment business under the 
Investment Services Directive, and for insurance companies under 
the Third Life Directive. We are currently exploring this issue 
within the EC through the Money Laundering Contact Group, 
established under Article 13 of the Money Laundering Directive. 



HM TREASURY 
MAY 1992 
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II 



(Acts whose publication is not obli* *iatory) 



COUNCIL 



COUNCIL DIRECTIVE 
of 10 June 1991 

on prevention of the use of the financial system for the purpose of money 

laundering 

(91 /308/EEC) 



THE COUNCIL OF THE EUROPEAN COMMUNITIES. 

Having regard to the Treaty establishing the European 
Economic Community, and in particular Article 57 (2). 
first and third sentences, and Article 100a thereof. 

Having regard to the proposal from the Commission ('), 

In cooperation with the European Parliament (-), 

Having regard to the opinion of the Economic and Social 
Committee ('), 

Whereas when credit and financial institutions are used to 
launder proceeds from criminal activities (hereinafter 
referred to as ‘money laundering’), the soundness and 
stability of the institution concerned and confidence in 
the financial system as a whole could be seriously jeopar- 
dized, thereby losing the trust of the public; 

Whereas lack of Community action against money laun- 
dering could lead Member States, for the purpose of 
protecting their financial systems, to adopt measures 
which could be inconsistent with completion of the 
single market ; whereas, in order to facilitate their 
criminal activities, launderers could tty to take advantage 
of the freedom of capital movement and freedom to 
supply financial services which the integrated financial 



(') OJ No C 106, 28. 4. 1990. p. 6 ; and 

OJ No C U9. 19. 12. 1990. p. 9. 

(•) OJ No C U4. 24. 12. 1990. p. 264 ; ami 

OJ No C 129, 20. S. 1991. 

(') OJ No C U2. 31. 12. 1990. p. H6. 



area involves, if certain coordinating measures arc not 
adopted at Co:nmunity level ; 



Whereas money laundering has an evident influence on 
the rise of organized crime in general and drug tn^fficking 
in particular ; whereas there is more and more awareness 
that combating money laundering is one of the most 
effective means of opposing this form of criminal activity, 
which constitutes a particular threat to Member States’ 
societies ; 



Whereas money laundering must be combated mainly by 
penal means and within the framework of international 
cooperation among judicial and law enforcement author- 
ities, as has been undertaken, in the field of drugs, by the 
United Nations Convention Against Illicit Traffic in 
Narcotic Drugs and Psychotropic Substances, adopted on 
19 December 1988 in Vienna (hereinafter referred to as 
the ‘Vienna Convention') and more generally in relation 
to all criminal activities, by the Council of Europe 
Convention on laundering, tracing, seizure and confisca- 
tion of proceeds of crime, opened for signature on 8 
November 1990 in Strasbourg; 



Whereas a penal approach should, however, not be the 
only way to combat money laundering, since the financial 
system can play a highly effective role ; whereas reference 
must be made in this context to the recommerthition of 
the Council of Europe of 2' June 19X0 and to the decla- 
ration of principles adopted in December I9XX m Basle 
by the banking supervisory authorities of the Group of 
Ten. both of which constitute major steps towanls preven- 
ting the use of the financial system for monev l.nimler- 
>ng ; 
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Whereas money laundering is usually carried out in an 
international context so that the criminal origin of the 
funds can be better disguised : whereas measures exclu- 
sively adopted at a national level, without taking account 
of international coordination and cooj>cration. would have 
very limited effects; 



Whereas any measures adopted by the Community in this 
field should be consistent with other action undertaken in 
other international fora ; whereas in this respect any 
Community action should take particular account of the 
recommendations adopted by the financial action task 
force on money laundering, set up in July 1989 by the 
Paris summit of the seven most developed countries ; 



Whereas the European Parliament has requested, in 
several resolutions, the establishment of a global Commu- 
nity programme to combat drug trafficking, including 
provisions on prevention of money laundering ; 



Whereas for the purposes of this Directive the definition 
of money laundering is taken from that adopted in the 
Vienna Convention ; whereas, however, since money laun- 
dering occurs not only in relation to the proceeds of 
drug-related offences but also in relation to the proceeds 
of other criminal activities (such as organized crime and 
terrorism), the Member States should, within the meaning 
of their legislation, extend the effects of the Directive to 
include the proceeds of such activities, to the extent that 
they are likely to result in laundering operations justifying 
sanctions on that basis ; 



Whereas prohibition of money laundering in Member 
States’ legislation backed by appropriate measures and 
penalties is a necessary condition for combating this 
phenomenon ; 



Whereas ensuring that credit and financial institutions 
require identification of their customers when entering 
into business relations or conducting transactions, exceed- 
ing certain thresholds, are necessary to avoid launderers’ 
taking advantage of anonymity to carry out their criminal 
activities ; whereas such provisions must also be extended, 
as far as possible, to any beneficial owners ; 



Whereas credit and financial institutions must keep for at 
least five years copies or references of the identification 
documents required as well as supporting evidence and 
records consisting of documents relating to transactions 
or copies thereof similarly admissible in court proceed- 
ings under the applicable national legislation for use as 
evidence in any investigation into money laundering ; 



Whereas ensuring that credit and financial institutions 
examine with special attention any transaction which they 



regard as particularly likely, by its nature, to be related to 
money laundering is necessary in order to preserve the 
soundness and integrity of the financial system as well as 
to contribute to combating this phenomenon ; whereas to 
this end they should pay special attention to transactions 
with third countries which do not apply comparable stan- 
dards against money laundering to those established by 
the Community or to other equivalent standards set out 
by international fora and endorsed by the Community ; 



Whereas, for those purposes. Member States may ask 
credit and financial institutions to record in writing the 
results of the examination they are required to carry out 
and to ensure that those results arc available to the autho- 
rities responsible for effons to eliminate money launder- 
ing ; 



Whereas preventing the financial system from iKing used 
for money laundering is a task which cannot lx* carried 
out by the authorities responsible for combating this 
phenomenon without the cooperation of credit and finan- 
cial institutions and their supervisory authorities ; whereas 
banking secrecy must be lifted in such cases ; whereas a 
mandatory system of reporting suspicious transactions 
which ensures that information is transmitted to the 
abovementioned authorities without alerting the custo- 
mers concerned, is the most effective way to accomplish 
such cooperation ; whereas a special protection clause is 
necessary to exempt credit and financial institutions, their 
employees and their directors from responsibility for 
breaching restrictions on disclosure of information ; 



Whereas the information received by the authorities 
pursuant to this Directive may be used only in connec- 
tion with combating money laundering ; whereas Member 
States may nevertheless provide that this information may 
be used for other purposes ; 



Whereas establishment by credit and financial institutions 
of procedures of internal control and training 
programmes in this field are complementary provisions 
without which the other measures contained in this 
Directive could become ineffective ; 



Whereas, since money laundering can be carried out not 
only through credit and financial institutions hut also 
through other types of professions and categories of 
undertakings. Member States must extend the provisions 
of this Directive in whole or in part, to include those 
professions and undertakings whose activities are particu- 
la.ly likely to be used for money laundering purposes ; 



Whereas it is important that the Member States should 
take particular tare to ensure that coordinated .it non is 
taken in the Community where there arc strong grounds 
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for believing that professions or activities the conditions 
governing the pursuit of which have been harmonized at 
Community level are being used for laundering money ; 

Whereas the effectiveness of efforts to eliminate money 
laundering is panicularly dependent on the close coordi- 
nation and harmonization of national implementing 
measures ; whereas such coordination and harmonization 
which is being carried out in various international bodies 
requires, in the Community context, cooperation between 
Member States and the Commission in the framework of 
a contact committee ; 

Whereas it is for each Member State to adopt appropriate 
measures and to penalize infringement of such measures 
in an appropriate manner to ensure full application of 
this Directive, 



HAS ADOPTED THIS DIRECTIVE ; 



Article I 

For the purpose of this Directive : 

— ‘credit institution’ means a credit institution, as 
defined as in the first indent of Article I of Directive 
77/780/EEC ('), as last amended by Directive 
89/646/EEC (-), and includes branches within the 
meaning of the third indent of that Article and 
located in the Community, of credit institutions 
having their head offices outside the Community, 

— ‘financial institution’ means an undertaking other 
than a credit institution whose principal activity is to 
carry out one or more of the operations included in 
numbers 2 to 12 and number 14 of the list annexed 
to Directive 89/646/EEC, or an insurance company 
duly authorized in accordance with Directive 
79/267/EEC (’), as last amended by Directive 
90/619/EEC (■•), in so far as it carries out activities 
covered by that Directive ; this definition includes 
branches located in the Community of financial insti- 
tutions whose head offices are outside the Commu- 
nity, 

— ‘money laundering’ means the following conduct 
whf-n committed intentionally : 

— nc conversion or transfer of property, knowing 
ihat such property is derived from criminal activity 
or from an act of participation in such activity, for 
the purpose of concealing or disguising the illicit 
origin of the property or of assisting any person 
who is involved in the commission of such activity 
to evade the legal consequences of his action. 



O OJ No L 322. 17 12. 1V77. p. to, 
(•') OJ No L .tX6, to. 12. 1V«7 p. 1. 
(') OJ No L 6.t. 1 t. t. 19-’9. p. I. 
n OJ No L .t.tO. 2V. II. 1 9V0. p. SO, 



— the concealment or disguise of the true nature, 
source, location, disposition, movement, rights 
with respect to, or ownership of property, knowing 
that such property ir derived from criminal activity 
or from an act of participation in such activity. 

— the acquisition, possession or use of property, 
knowing, at the time of receipt, that such property 
was derived from criminal activity or from an act 
of participation in such activity. 

— participation in, association to commit, attcmpis to 
commit and aiding, abetting, facilitating and coun- 
selling the commission of any of the actions 
mentioned in the foregoing paragraphs. 

Knowledge, intent or purpose required as an clement of 
the abovementioned activities may he inferred from 
objective factual circumstances. 

Money laundering shall be regarded as such even where 
the activities which generated the property to be laun- 
dered were perpetrated in the territory of another Member 
State or in that of a third country. 

— ‘Property’ means assets of every kind, whether corpo- 
real or incorporeal, movable or immovable, tangible or 
intangible, and legal documents or instruments 
evidencing title to or interests in such assets. 

— ‘Criminal activity’ means a crime specified in Article ^ 
(1) (a) of the Vienna Convention and any other 
criminal activity designated as such for the purposes 
of this Directive by each Member State. 

— ‘Competent authorities’ means the national authorities 
empowered by law or regulation to supervise credit or 
financial institutions. 



A rtiiii 2 

Member States shall ensure that money laundering as 
defined in this Directive is prohibited. 



Artiih 2 

1. Member States shall ensure that credit and fin.inciai 
institutions require identification of their evistomers bv 
means of supporting evidence when entering into biiM- 
ness relations, particularly when opening an account or 
savings accounts, or when offering safe custody facilities. 

2. The identification requirement shall also appK for 
any transaction with cu tomers other than those reterred 
to in paragraph I. involving a sum amounting to UCl' 
15 ()()() or more, whether the tran.>action is carried out in a 
single operation or in several operations which seem to he 
linked. Where the sum is not known at the time when 
the transaction is undertaken, the institution coiuerned 
shall proceed with identification .is soon as it is .ippri>.ed 
of the sum and establishes ih.it the threshold h.is been 
re.Khed. 
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3. By way of derogation from paragraphs I and 2. the 
identification requirements with regard to insurance poli- 
cies written by insurance undertakings within the 
meaning of Directive 79/267/EEC, where they perform 
activities which fall within the scope of that Directive 
shall not be required where the periodic premium 
amount or amounts to be paid in any given year does or 
do not exceed ECU I 000 or where a single premium is 
paid amounting to ECU 2 500 or less. If the periodic 
premium amount or amounts to be paid in any given year 
is or are increased so as to exceed the ECU 1 000 thre- 
shold, identification shall be required. 

4. Member States may provide that the identification 
requirement is not compulsory for insurance policies in 
respect of pension schemes taken out by virtue of a 
contract of employment or the insured s occupation, 
provided that such policies contain no surrender clause 
and may not be used as collateral for a loan. 

5. In the event of doubt as to whether the customers 
referred to in the above paragraphs are acting on their 
own behalf, or where it is certain that they are not acting 
on their own behalf, the credit and financial institutions 
shall take reasonable measures to obtain information as to 
the real identity of the persons on whose behalf those 
customers arc acting. 

6. Credit and financial institutions shall carry out such 
identification, even where the amount of the transaction 
is lower than the threshold laid down, wherever there is 
suspicion of money laundering. 

7. Credit and financial institutions shall not be subject 
to the identification requirements provided for in this 
Article where the customer is also a credit or financial 
institution covered by this Directive. 

H. Member States may provide that the identification 
requirements regarding transactions referred to in para- 
graphs and 4 are fulfilled when it is established that the 
payment for the transaction is to be debited from an 
account opened in the customer’s name with a credit 
institution subject to this Directive according to the 
requirements of paragraph 1. 



A rtich 4 

Member States shall ensure that credit and financial insti- 
tutions keep the following for use as evidence in any 
investigation into money laundering : 

— in the case of idcntitication, a copy or the references 
of the evidence required, for a period of at least five 
years after the relationship with their customer has 
ended. 



— in the case of transactions, the supporting evidence 
and records, consisting of the original documents or 
copies admissible- in court proceedings under the 
applicable national legislation for a period of at least 
five years following execution of the transactions. 



Art ill I 5 

Member States shall ensure that credit and financial insti- 
tutions examine with special attention any trutsaction 
which they regard as particularly likely, by its nature, to 
be related to money laundering. 



,-l rtiih 6 

Member States shall ensure that credit and financial insti- 
tutions and their directors and employees cooperate fully 
with the authorities responsible for combating money 
laundering : 

— by informing those authorities, on their own initiative, 
of any fact which might be an indication of money 
laundering, 

— by furnishing those authorities, at their requcNt, with 
all necessary information, in accordance with the 
procedures established by the applicable legislation. 

The information referred to in the first paragraph shall be 
forwarded to the authorities responsible for combating 
money laundering of the Member State in whose territory 
the institution forwarding the information is situated. The 
person or persons designated by the credit and financial 
institutions in accord-ance with the procedures provided 
for in Article II (1) shall normally forward the inform.i- 
tion. 

Information supplied to the authorities in accordance 
with the first paragraph may be used only in connection 
with the combating of money laundering. However, 
Member Slates may provide that such information may 
also be used for other purposes. 



A I III It 

Member States shall ensure that credit and financial m ,ti- 
tutions refrain from carrying out transactions which they 
know or suspect to be related to money laundering until 
thev have apprised the authorities referred to in .Article h. 
Those authorities m.ny. ’.inder conditions determined by 
their national legislation, give instaictions not to execute 
the operation. Where suc h a transaction is Mispected of 
giving rise to mcmev laundering and where to retrain in 
such manner is impossil'le or is Iikelv' to fiustr.ite efforts 
to pursue the beneficiaries of a .iispec-ed monev- 
l.iundenng operation, tlie institutions concerned sh.ill 
apprise flu- .luthunties immedi.iteK .ifterwartls 
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Articlt 8 

Credit and financial institutions and their directors and 
employees shall not disclose to the customer concerned 
nor to other third persons that information has been 
transmitted to the authorities in accordance with Articles 
6 and 7 or that a money laundering investigation is being 
carried out. 



Article 9 

The disclosure in good faith to the authorities responsible 
for combating money laundering by an employee or 
director of a credit or financial institution of the informa- 
tion referred to in Articles 6 and 7 shall not constitute a 
breach of any restriction on disclosure of information 
imposed by contract or by any legislative, regulatory or 
administrative provision, and shall not involve the credit 
or financial institution, its directors or employees in liabi- 
lity of any kind. 

Article 10 

Member States shall ensure that if. in the course of 
inspections carried out in credit or financial institutions 
by the competent authorities, or in any other way, those 
authorities discover facts that could constitute evidence of 
money laundering, they inform the authorities responsible 
for combating money laundering. 

Article 11 

Member States shall ensure that credit and financial insti- 
tutions : 

1. establish adequate procedures of internal control and 
communication in order to forestall and prevent opera- 
tions related to money laundering, 

2. take appropriate measures so that their employees arc- 
aware of the provisions contained in this Directive. 
These measures shall include participation of their 
relevant employees in special training programmes to 
help them recognize operations which may be related 
to money laundering as well as to instruct them as to 
how to proceed in such cases. 

Article 12 

Member States shall ensure that the provisions of cnis 
Directive arc extended in whole or in part to professions 
and to categories of undertakings, other than the credit 
and financial institutions referred to in Article 1. which 
engage in activities which are particularly likelv to he 
used for money-laundering purpo.ses. 

.'1 rtide 13 

1. A contact committee (hcrein.nfter referred to as ‘rlie 
; Committee’) shall be set up under the aegis of the 
I Con»mission. Its function shall he ; 



(a) without prejudice to Articles 169 and 170 of thr 
Treaty, to facilitate harrnonized implementation of 
this Directive through regular consultation on any 
practical problems arising from its application and on 
which exchanges of view are deemed useful ; 

(b) to facilitate consultation between the Member States 
on the more stringent or additional conditions and 
obligations which they may lay down at national 
level ; 

(c) to advise the Commission, if necessary on any supple- 
ments or amcndmem.s to be made to this Directive or 
on any adjustments deemed necessary, in particular to 
harmonize the effcct-s of Article 12; 

(d) to examine whether a profession or a category of 
undertaking should be included in the scope of 
Article 12 where it has been established tha» such 
profession or category of undertaking has been used 
in a Member State for money laundering. 

2. It shall not be the function of the Committee to 
appraise the merits of decisions taken by the competent 
authorities in individual cases. 

The Committee shall be composed of person,*, 
appointed by the Member States and of representatives of 
the Commission. The secretariat shall be provided by the 
Commission. The chairman shall be a representative of 
the Commission. It shall be convened by its chairman, 
either on his own initiative or at the request of the dele- 
gation of a Member State. 



Art tile 14 

Each Member State shall take appropriate measures to 
ensure full application of all the provisions of this Direc- 
tive and shall in particular determine the penalties to be 
applied for infringement of the measures adopted 
pursuant to this Directive. 



A rticli 1 5 

The Member States may atlopt or retain in force stricter 
provisions in the field covered bv this Directive to 
prevent mone\ laundering. 



ArtuU l(i 

1. Member St.ites s!i.ill bring into torte the l.iwv.. remi- 
lations and administr.ifivc decisions ne..essnrv tu sonipis 
with this Directive before I Janunn, 144 > -x l.iti.-t 

2 . \X'here Memlier .Sl.ate'- .uio|it tlu'-e m-..isurc--. liu-, 
sh.ill contain .1 n-terer.ee tf’ this Diu-aut or sb.i:! In 
accompar->ied In such reference on the occasu'ii of their 
official publication. The methccK of making -iKh .1 
reference shall be laid down bv the Member .St.iti 
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3. Member States shall communicate to the Commis- 
sion the text of the main provisions of national law which 
they adopt in the field governed by this Directive. 

Article 17 

One year after I janua.y 1993, ^‘henever ncce.«sary and at 
least at three yearly intervals thereafter, the Commission 
shall draw up a report on the implementation of this 
Directive and submit it to the European Parliament and 
the Council. 



Anuli IS 

This Directive is addressed to the Member States. 

Done at Luxemlsourg, 10 June 1991. 

/■ill thi (.limit if 
Tin I*it\i thill 
j.-C jUNCKLR 
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ANNEX B 



Advisory Council on the Misuse of Drugs 
American Banks ' and Securities Houses ' Association 
Association for Payment Clearing Services 
Association of British Chambers of Commerce 
Association of British Credit Unions Ltd 
Association of British Insurers 
Association of British Travel Agents 
Association of Chief Police Officers 
Association of Chief Police Officers (Scotland) 

Association of Consulting Actuaries 
Association of Investment Trust Companies 
Association of Magisterial Officers 
Association of Pensions Lawyers 

Association of Private Client Investment Managers and Stockbrokers 
Association of Scottish Police Superintendents 
Association for Payment Clearing Services 

Banking, Insurance and Finance Union 

Banks /Building Societies/Law Enforcement Agencies Joint Money 
Laundering Working Group 
Bar Council 

British Bankers Association 
British Casinos Association 

British Insurance and Investment Brokers ' Association 

British Insurance Law Association 

British Insurers ' International Committee 

British Legal Association 

British Merchant Bankers ' Association 

British Merchant Banking and Securities Houses' Association 
Building Societies Association 



Central Council of Magistrates ' Courts ' Committees 

Chartered Association of Certified Accountants 

Chartered Institute of Bankers 

Chief Metropolitan Magistrate 

Commodity Traders ' Group 

Company Pensions Information Centre 

Confederation of British Industry 

Confederation of Construction Professions 

Confederation of Scottish Local Authorities 

Consumer Credit Association (UK) Ltd 

Consumer Credit Trade Association 

Convener of Sheriffs Principal 

Co-operative Union Ltd 

Corporation of Insurance and Financial Advisors 

Council for licensed conveyancers 

Council of Circuit Judges 

Council of HM County Court Judges 

Council of Mortgage Lenders 

Criminal Bar Association 



Department for National Savings 
District Courts Association 
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Executive Council of the Bar of Northern Ireland 

Faculty of Actuaries 
Faculty of Advocates 
Finance and Leasing Association 
Finance Houses ' Association 

Financial Intermediaries', Managers' and Brokers' Regulatory 
Association 

Friendly Societies ' Liaison Committee 



Gaming Board for Great Britain 
Gilt Edged Market Makers ' Association 
Glasgow Bar Association 

Howard League for Penal Reform 

Incorporated Society of Valuers and Auctioneers 
Inner London Magistrates ' Courts Service 
Institute of Actuaries 

Institute of Auctioneers and Appraisers in Scotland 

Institute of Chartered Accountants in England and Wales 

Institute of Chartered Accountants in Northern Ireland 

Institute of Chartered Accountants in Scotland 

Institute of Criminology 

Institute of Directors 

Institute of Insurance Brokers 

Institute of London Underwriters 

Institutional Fund Managers Association 

Insurance Brokers ' Registration Council 

International Financial Futures Exchange 

International Fund Managers ' Association 

International Petroleum Exchange 

Investment Management Regulatory Organisation 

Joint Exchanges Committee 

Joint Working Party of the Law Society and Bar on Insurance Law 
Judicial Studies Board 
Justices ‘ Clerks ' Society 

Law Society 

Law Society of Northern Ireland 
Law Society of Scotland 
Legal Aid Board 

Life Assurance and Unit Trust Regulatory Association 
Life Assurance Association 
Life Insurance Association 

London Insurance and Reinsurance Market Association 
Lloyd ' s 

London Chamber of Commerce and Industry 
London Commodity Exchange (1986) Ltd 
London Discount Market Association 
London Magistrates' Clerks' Association 
London Metal Exchange 
Lord Chief Justice 

Lord Chief Justice (Northern Ireland) 

Lord Justice General (Scotland) 
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Magistrates ' Association 

Master of the Rolls 

Money Brokers ' Association 

Mutual Insurance Companies' Association 

National Association for the Care and Resettlement of Offenders 

National Association of Conveyancers 

National Association of Estate Agents 

National Association of Pension Funds 

National Federation of Credit Unions 

National Federation of Independent Financial Advisors 
National Institute of Conveyancing Agents 
Northern Ireland Bankers ' Association 
Northern Ireland Chamber of Commerce 

Occupational Pensions Advisory Service 

Pensions Management Institute 
Police Federation of England and Wales 
Police Foundation 

Police Superintendents' Association of England and Wales 

Prison Reform Trust 

Property Consultants ' Society Ltd 

Resident Magistrates' Association 
Royal Institute of Chartered Surveyors 

Scottish Consumers Council 

Socttish Conveyancing and Executry Services Board 
Scottish Courts Administration 

Scottish Independent Intermediaries ' Association 

Scottish Legal Aid Board 

Securities and Futures Authority 

Securities and Investments Board 

Sheriffs ' Association 

Society of Fine Art Auctioneers 

Society of Pension Consultants 

Stock Exchange 

Unit Trust Association 
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ASS EX 

LIST OF ACTIVITIES SUBJECT TO MUTUAL RECOGNITION 

1 . Acceptance of deposits and other repayable funds from the public. 

2. Lending ('). 

3. Financial leasing. 

4. Money transmission services. 

5. Issuing and administering means of payment (e.g. credit cards, travellers’ cheques and bankers’ drafts). 

6. Guarantees and commitments. 

7. Trading for own account or for account of customers in; 

(a) money market instruments (cheques, bills, CDs, etc.); 

(b) foreign exchange; 

(c) financial futures and options; 

(d) exchange and interest rate instruments; 

(e) transferable securities. 

8. Participation in share issues and the provision of services related to such issues. 

9. Advice to undcnakings on capital structure, industrial strategy and related questions and advice and services 
relating to mergers and the purchase of undertakings. 

10. Money broking. 

11. Portofolic management and advice. 

12. Safekeeping and administration of securities. 

13. Credit reference services. 

14. Safe custody services. 



(* ) Including inter alia: 

— consumer credit, 

— mongage credit, 

— faaoring, •vith or without recourse, 

— Rnandng of commercial transaaions (induding forfaiting}. 
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